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(1)

HEARING ON EXCELLENCE IN ACTION: GOV-
ERNMENT SUPPORT OF DISABLED VET-
ERAN-OWNED BUSINESSES 

THURSDAY, JULY 15, 2004

HOUSE OF REPRESENTATIVES 
COMMITTEE ON SMALL BUSINESS 

SUBCOMMITTEE ON WORKFORCE, EMPOWERMENT AND 
GOVERNMENT PROGRAMSJOINT HEARING WITH THE 

COMMITTEE ON VETERANS’ AFFAIRS SUBCOMMITTEE ON 
BENEFITS 

Washington, D.C. 
The Subcommittee met, pursuant to call, at 2:05 p.m. in Room 

311, Cannon House Office Building, Hon. Todd Akin [chairman of 
the Subcommittee] presiding. 

Present: Representatives Akin, Brown, Velazquez, Michaud, 
Udall, Herseth, Chocola

Chairman AKIN. This is an interesting Committee hearing in 
that we have essentially two different committees having the same 
hearing at the same time. And that is a fortunate thing, because 
I have got another Committee where I have got to be scooting off, 
so we are going to be turning the hearing over in a couple minutes 
to my colleague. Henry will handle that after we make an opening 
statement and get started. 

I also think we have two panels of witnesses, is that correct? 
Okay. 

Well, let us go ahead with an opening statement then. And also, 
we will be hearing a statement from our Minority Member from the 
Small Business Committee also, Mr. Udall, as well. So that will be 
good. 

Good afternoon, and thank you all for being here today as we ex-
amine federal government support of disabled veteran-owned small 
businesses. I would especially like to thank each of our witnesses 
who has agreed to testify before our Committee today. 

Before we begin I would like to welcome my friend and colleague, 
Chairman Henry Brown, of the Committee on Veterans’ Affairs, 
Benefits Subcommittee. Mr. Chairman, welcome, and thank you for 
the opportunity to work together on this issue. 

And over the past three and a half years Chairman Brown has 
worked tirelessly on a multitude of issues, and has been a real 
champion for America’s veterans. I would like to express my grati-
tude to the good people of the First District of South Carolina for 
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sending Henry to the House, and also for the peaches that they dis-
tributed a couple days ago. 

I am very pleased to be able to co-chair this hearing with him, 
and hope that this is just the first of a long line of veteran small 
business concerns we can work on together. With President Bush, 
this Congress has made it a priority to reach out to all of America’s 
entrepreneurs, especially those who served this nation in our 
armed forces. We must continue this effort to ensure that those 
who sacrificed and served our nation in uniform have access to con-
tracting opportunities with the federal government. 

As many of you know, the Veterans’ Entrepreneurship and Small 
Business Development Act of 1999 set a government-wide goal of 
3 percent of all federal prime contracting dollars, and 3 percent of 
all federal subcontracting dollars, should be awarded to service-dis-
abled veteran-owned small businesses. 

However, for the first two fiscal years after enactment, less than 
one-half of 1 percent of such contracts have been awarded to dis-
abled veteran-owned small businesses. 

In order to provide the federal agencies with the necessary tools 
to meet the 3-percent goal, Congress and President Bush enacted 
the Veterans’ Benefit Act of 2003 on December 16, 2002. This law 
allows contracting officers to create sole-source contracts for dis-
abled veteran-owned small businesses. 

The new law also provides contractors the discretionary author-
ity to restrict certain contracts for disabled veteran-owned small 
businesses, if at least two such small businesses are qualified to 
bid on the contract. 

Today we have invited a number of federal agency officials to tes-
tify on their progress in implementing the Veterans’ Benefit Act. 
Also with us today are several disabled veteran-owned small busi-
ness owners. They are here to explain their experiences, both be-
fore and after passage of the Veterans’ Benefit Act. 

I am looking forward to hearing the testimony presented today, 
and hope to hear that each of the agencies represented have taken 
appropriate steps to meet the 3-percent goal. 

I hope that this Congress and our colleagues in the Administra-
tion can continue to work with the veterans’ community together 
in order to provide our service-disabled veteran-owned small busi-
nesses each opportunity to succeed in the federal contracting agen-
da. 

I now invite my friend and ranking Member, Mr. Udall, to make 
an opening statement. 

Mr. UDALL. Thank you very much, Mr. Chairman. I appreciate 
you holding this hearing. I think this is an important hearing for 
veterans, and also for the small business community. 

Let me first say that, along with a few other members here 
today, I have the pleasure of serving on both the Small Business 
and the Veterans’ Committees. And it is a pleasure for us to have 
our colleagues on both of the Committees here today. We all recog-
nize the importance of this issue before us, and I hope that this 
hearing will lead to a more effective procurement process for our 
veteran-owned small businesses. 

The Veterans’ Benefit Act is legislation built off the work of the 
Small Business and the Veterans’ Committee during the 105th 
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Congress. Two Congresses ago we passed the Veterans’ Entrepre-
neurship and Small Business Act that created several veterans’ 
business development programs. 

Given the sacrifices that our veterans have made and the service 
they have provided to this country, it only makes sense to provide 
our nation’s veterans with assistance to jump-start small busi-
nesses. 

A key component for any small business to succeed, not only vet-
eran-owned small businesses, is access to government contracts. 
That is why we must ensure that veteran-owned, minority-owned, 
and all small businesses have a fair shake in the federal market-
place. 

Today, however, we are focusing more specifically in evaluating 
the recent implementation of the new program established under 
the Veterans’ Benefits Act. On May 5, 2004, five months after the 
President signed the legislation into law, the SBA put out the regu-
lations to carry out the procurement program. These provisions 
allow agencies to set aside contracts for service-disabled veterans. 

Unfortunately, in issuing the regulations, the SBA may have 
missed the mark. The regulations omit important safety and 
soundness protections, such as a certification program. 

In addition, I am very concerned that these regulations not only 
fall short of the policy goals, but will also create confusion that will 
result in lost contracting opportunities, not only for service-disabled 
veterans, but for all small businesses. 

The original intent of the bill was to create a fair and just sys-
tem, to provide entrepreneurial opportunities to those who, for var-
ious reasons, have been left behind or left out. In order for this to 
be successful, we must ensure SBA programs can operate in uni-
son. 

Mr. Chairman, we all know how important it is that we provide 
assistance to all sectors of the small business community. After all, 
as is repeated often in the Small Business Committee, small busi-
nesses are the engine that drives our nation’s economy. 

It is of particular importance, however, that we provide assist-
ance to our nation’s service-disabled veteran entrepreneurs. History 
has shown that they, along with other particular segments of the 
population, rely most on the programs and assistance offered 
through SBA. That is why it is so important that as this new and 
important procurement program be implemented, we ensure that it 
is implemented in a manner that truly provides greater access to 
the federal marketplace for veteran-owned small businesses. 

I look forward to hearing the testimony of the witnesses on the 
panels, and thank them for being here today. 

Thank you, Mr. Chairman. 
Chairman AKIN. Thank you, Mr. Udall. And then also we have 

an opening statement from Mr. Brown. 
Mr. BROWN. Thank you, Mr. Chairman. And I want to also ex-

tend a warm welcome to everyone here today, Chairman Akin, our 
Committee Ranking Member, Mr. Udall, for bringing us all to-
gether. 

American sons and daughters who serve in our military indeed 
are engaging and resourceful individuals. In few professions do 19- 
and 20-year-olds, for example, maintain multi-billion-dollar air-
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planes or operate multi-billion-dollar missile systems or nuclear-
powered submarines, all in defense of our way of life. 

Those who are disabled in their service to our nation deserve a 
full opportunity to participate in the economic system that their 
service has sustained. 

Indeed, during the Colonial era, the First Continental Congress 
furnished pensions to members of our Continental Army to em-
power economically after they left the military. In so doing, the 
Continental Congress established one of our young nation’s core 
values. 

Further, during the Homestead Act of 1862, veterans received a 
priority for receiving parcels of land. This goes beyond gratitude 
and respect; it is about using scarce public resources in our private 
economy to empower those who have served. 

Mr. Chairman, fast-forward into today. A five-year profile survey 
of veteran-owned businesses in Massachusetts, conducted in the 
late 1980s and early 1990s, found that a pool of approximately 
2,000 veterans engaged in micro-businesses generating $74 million 
for the Commonwealth of Massachusetts. That is just for one state. 

On February 5, 2003, Veterans’ Affairs Committee hearing on 
the state of veterans’ employment took testimony from among other 
current entrepreneurs who were disabled by their military service. 
The body of testimony showed these are engaging individuals who 
are strong and well-positioned to participate in the economic sys-
tem they fought to defend. 

The outgrowth of that 2003 hearing was the bipartisan discre-
tionary set-aside and restricted contract authority for disabled vet-
eran-owned small businesses, established as Public Law 108-183, 
to which I was an original co-sponsor. 

I thank Congressman Renzi for introducing this important bipar-
tisan legislation, of which Chairman Manzullo was the original co-
sponsor. 

Federal departments and agencies now have additional tools to 
contract with such small businesses. These are tools that were not 
available through the bipartisan enactment of Public Law 106-50, 
authored primarily of former Chairman Talent of this Committee, 
and Mr. Stump and Mr. Evans of the Veterans’ Affairs Committee. 

Mr. Chairman, I would note the White House Conference on 
Small Businesses, convened by President Carter in 1980, rec-
ommended set-aside authority in federal contracting for Vietnam-
era disabled veterans as part of the aid program. 

The 1981 expert report of the Small Business Administration 
Veterans’ Project, written by the Center for Community Economics, 
made the same recommendation. The bipartisan Congressional 
Commission on Service Members and Veterans’ Transition Assist-
ance of 1998 made similar-type recommendations. 

Without objection, Mr. Chairman, I would like to insert into the 
record the appropriate sections of these reports. 

In closing, Mr. Chairman, I would note that in a broad sense, 
these discretionary contracting authorities for disabled veterans we 
are discussing today were some 24 years in the making. 

This is not something Congress went into lightly, so I am very 
pleased we are holding this hearing. 
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Thank you, Mr. Chairman. I look forward to hearing today’s wit-
nesses. 

Chairman AKIN. Without objection, in terms of the record. 
Our next opening statement is going to be from Mr. Michaud. 
Mr. MICHAUD. Thank you very much, Chairman Akin, Chairman 

Brown, and Ranking Member Udall, for working to put this hear-
ing together today. 

I have the privilege of serving both, as Ranking Member of Vet-
erans’ Affairs Benefits Subcommittee, and sitting on the Small 
Business Committee. I am very fortunate, and obviously have 
strong interests in exploring the issues before us today with the 
panels that we have, and the lengthy discussions. 

So with that, Mr. Chairman, I would ask unanimous consent to 
have my opening remarks submitted for the record. 

Chairman AKIN. Without objection, and thank you. 
We will now proceed to our first panel of witnesses. And I believe 

our first witness is going to be Ms. Allegra McCullough, who is the 
Associate Deputy Administrator for Government Contracting and 
Business Development for the USSBA. 

Allegra, thank you. 
Excuse me, I did not mention you have about five minutes, 

standard format. Thank you. 

STATEMENT OF ALLEGRA MCCULLOUGH, GOVERNMENT CON-
TRACTING & BUSINESS DEVELOPMENT, US SMALL BUSI-
NESS ADMINISTRATION 

Ms. MCCULLOUGH. Good afternoon, Chairman Akin, Brown, and 
Ranking Members Udall, Michaud, and other distinguished Mem-
bers of the Committee. 

My name is Allegra McCullough, Associate Deputy Administrator 
for Government Contracting and Business Development at the US 
Small Business Administration. 

Thank you for inviting me to appear before you today to speak 
about our efforts to reach out to service-disabled veteran-owned 
small businesses, and achieve the 3-percent federal procurement 
goal. 

Mr. Chairman, as you are aware, the Veterans’ Entrepreneurship 
and Small Business Development Act of 1999 created a govern-
ment-wide goal that 3 percent of the total value of all federal prime 
and subcontract dollars be awarded to service-disabled veteran-
owned small business concerns. 

Unfortunately, the federal government has consistently fallen 
well short of the 3-percent statutory goal. By fiscal year 2003, only 
three agencies met or exceeded the 3-percent goal. The National 
Endowment for the Arts— 

Chairman AKIN. Allegra, if I could interrupt you for a minute 
and just ask you to move your mic a little bit closer. I think we 
will get a little bit better reception. Thank you. 

Ms. MCCULLOUGH. By fiscal year 2003, only three agencies met 
or exceeded the 3-percent goal: the National Endowment for the 
Arts, the Consumer Product Safety Commission, and the Railroad 
Retirement Board. Of the large agencies, the Department of Hous-
ing and Urban Development has been the most successful in mak-
ing progress toward the 3-percent goal. 
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On June 10, 2004, SBA’s Office of Advocacy issued a report indi-
cating achievements in this area were low, but also indicating that 
actual agency accomplishment may be under-reported. 

Congress and the President provided federal procurement offi-
cials with a valuable tool: The Veterans’ Benefit Act of 2003, 108-
183. That was signed by the President on December 18, 2003, that 
authorized bills of procurement set-asides for SDVOSB, and sole-
source contracting authority for only one SDVOSB as identified 
that can meet the government’s requirement. 

On May 5, 2004, the SBA and the Federal Acquisition Regulatory 
Council concurrently published interim final rules, implementing 
the procurement provisions of the Veterans’ Benefit Act of 2003, 
while still providing the public with a 60-day comment period. Both 
SBA and the FAR Council worked hard to expedite these regula-
tions. 

The new regulations permit contracting officers to either restrict 
competition in contracts, or issue sole contracts to SDVOSB, but 
then specify dollar thresholds, in accordance with statutory re-
quirements. 

Our regulation also establishes procedures for protecting the sta-
tus of an SDVOSB. 

There are some common misconceptions out there that hinder 
the government’s ability to reach the statutory 3-percent goal. 
Since these procurements are based on a premise other than socio-
economic status, educating the federal and private sector con-
tracting communities is very important. 

Also, some SBCs are reluctant to identify themselves as service-
disabled just to gain the status designation as an SDV. This 
hinders our outreach efforts, since we are unable to identify our cli-
ents. 

So educating SDVOSBs to recognize the value added in securing 
or self-identifying as disabled is very important. 

S.B.A. has not achieved its annual procurement goal for 
SDVOSBs since the inception of the requirement. However, as a re-
sult of the recently-enacted legislation and published regulation, 
SBA is designing an integrated effort that includes specific steps to 
be taken among our various program areas to utilize the set-asides 
and sole-source authorities for the purpose of meeting the 3-percent 
goal. 

As a part of SBA’s annual acquisition planning process, the agen-
cy will include all socio-economic goals, including SDVOSBs in our 
selection strategy. SBA’s Office of Administration will also work 
closely with our Office of Veteran Business Development to identify 
potential SDVOSBs to meet SBA’s contracting needs. 

Where feasible, contracting opportunities will be posted on our 
home page, as well as highlighted in our vet cassette electronic 
newsletter, which reaches thousands of veterans. 

The SDVOSB procurement goals will be communicated to all pro-
gram areas, and each area will be encouraged to consider these 
agency goals when developing its procurement strategy for each 
planned acquisition. 

SBA’s outreach goals over the last three years, combined with 
the efforts of others, have contributed to the increase in veteran 
participation between 40 to 100 percent in most SBA programs. We 
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have and will continue to coordinate these efforts internally and 
with other federal agencies. 

S.B.A. will work with the agencies’ representatives today, and 
with others, to conduct outreach training and other policy program 
initiatives, specifically for SDVOSBs and veteran-owned busi-
nesses. This effort will include educating procurement officers of 
the new program, as well as educating service-disabled veteran en-
trepreneurs on SDV status, size standards, marketing to federal of-
ficials, information requirements in the bid of a procurement chal-
lenge, and tools for partnering with other SDVOSBs and veteran-
owned businesses, and other agency procurement program partici-
pants. 

Registration and the central contract registration, and the use of 
the dynamic small business search engine contained in the CCR as 
a source of market research, along with other federal databases, 
will be highlighted. 

Further, non-SDVOSB prime contractors should also be made 
aware of subcontracting opportunities and responsibilities for the 
SDVOSB and veteran-owned businesses. To fully accomplish the 
objectives of this legislation, SDVOSBs must be prepared to con-
duct business in a manner consistent with current federal procure-
ment trends. 

Today, a large portion of the annual federal procurement dollars 
are spent through contracting actions using GSA federal supply 
schedules. While not the only way to provide SDVs with more con-
tracting dollars, the ability of SDVOSBs to be placed on and mar-
ket their companies on the GSA federal schedule will be a critical 
portion of their success in the federal market. 

Through SBA procurement assistance programs, its business de-
velopment counselling and training programs, and in partnership 
with other federal agencies like the ones here today, SBA will con-
tinue to identify and work with SDVOSBs to ensure that they have 
the necessary tools in place to enhance participation on GSA sched-
ules. 

Additionally, SDVOSBs must be educated on federal procure-
ment trends, including using federal purchase cards to make pur-
chases under $2500 without competitive quotes. These purchases 
amount to approximately $16 billion last fiscal year. 

Mr. Chairman, the SBA will continue to work with the Com-
mittee and with other federal agencies in any efforts to promote 
programs and contracting opportunities for our veterans. 

This concludes my testimony. And I would be happy to answer 
your questions. 

[Ms. McCullough’s statement may be found in the appendix.] 
Chairman AKIN. Thank you, Ms. McCullough. 
I will remind the witnesses, I know Ms. McCullough went a little 

bit over the five minutes. And I would caution you, if you would, 
kind of keep your remarks to five minutes. All of your prepared re-
marks will be entered into the record, but just for the sake of the 
time line to try to work within, if you would just contain your 
statements to five minutes. 

The next witness is Mr. Frank Ramos, Office of Small and Dis-
advantaged Business, Office of the Secretary of Defense, US De-
partment of Defense. 
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Thank you, Mr. Ramos. 

STATEMENT OF FRANK RAMOS, OFFICE OF SMALL AND DIS-
ADVANTAGED BUSINESS, OFFICE OF THE SECRETARY OF 
DEFENSE, US DEPARTMENT OF DEFENSE 

Mr. RAMOS. Mr. Chairman, if I would, please, I have four interns 
in the back. And I think there is some significant interest in one 
of them. If they would stand up. 

One is the granddaughter of a US Marine code talker from World 
War II from the Navajo Nation. And I thought it would be appro-
priate to bring them here to go through this exercise. 

[Applause.]

Chairman AKIN. We had a special ceremony in the Capitol, I 
guess about a month or so ago, honoring the code talkers. And they 
certainly played a major role in our victory in World War II. And 
thank you for bringing her today. Thank you for coming, too. 

Mr. RAMOS. Thank you, sir. Right behind me also, sir, is my Dep-
uty, Lynn Oliver, and a new person who is a special assistant to 
me, a political appointee who is going to be focusing on veterans’ 
affairs for us. He just came on board; he served with the Army Air-
borne. 

I will move on with my statement here, sir. 
Good afternoon, Chairman Akin and Congressman Udall; good 

afternoon, Chairman Brown and Congressman Michaud. 
My name is Frank Ramos. I am the Director of the Office of 

Small and Disadvantaged Business Utilization, in the Office of the 
Secretary of Defense. 

I wish to thank you for the opportunity to testify before this joint 
subcommittee hearing concerning the Department of Defense im-
plementation plan to execute public law 108-183. This law has 
helped clarify questions of priority within the competing small 
businesses’ interest. This will help us. 

The Defense implementation plan is our roadmap to meet the 
federal government goal to award 3 percent of all contracts for our 
war fighters who have become disabled in defense of our nation. 

Today I will describe the three arenas of focus to improve our 
service-disabled veteran business statistics. 

Number one. We are developing a strategy to increase service-
disabled veteran supplier pool on increasing contract amounts to 
these businesses. 

After I assumed my office, I began collecting data to determine 
how and what we must do to achieve the goal. In fiscal year 2002, 
the Department of Defense awarded $204.5 million in prime con-
tract awards to service-disabled veterans, but we only reached .13 
percent of that goal. 

In fiscal year 2003, we awarded $341.7 million, an increase of 
$37.2 million. That only raised our goal percentage to .18 percent, 
a 72-percent increase that still fell short of the 3-percent goal. 

The number of DoD service-disabled veteran business contractors 
grew from 408 in fiscal year 2002, to 692 in fiscal year 2003, an 
increase of 70 percent. 

The government-wide centralized contractor register has only 
5,600 active registrants who have identified themselves as service-
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disabled veterans. This compares with around 180,000 registrants 
who identify themselves as small business, as of last week. 

Accretion of contract size is a challenge. Right now there are only 
five firms who have contract awards in excess of $11 million. The 
balance of contract awards are in the lower ranges, most frequently 
under $100,000. Those larger Department of Defense awards are in 
research and development, engineering services, commercial insti-
tutional and construction, security, and boat-building. 

Our primary tasks are twofold. To grow the number of service-
disabled veteran firms that will be able to compete, and to increase 
the dollar value of our contracts with them, while buying goods and 
services that the war fighter needs. 

The second area of focus is training. In late 2002 I recognized 
that small business-related training courses were not part of the 
Defense Acquisition University curriculum. The Undersecretary of 
Defense for Acquisition, Technology, and Logistics and the Presi-
dent of the Defense Acquisition University were quick to support 
our small business initiative, to consolidate courses that military 
services had partially developed for themselves. 

We now have our first comprehensive Department of Defense 
small business training course contracts 260 that will be initiated 
at the end of August. The course is required for all defense small 
business specialists, and is encouraged for all acquisition profes-
sionals, which will include the service-disabled veteran topics. 

Another initiative is to have an electronic continuous learning 
module. We expect that within 45 days of our pilot course, the elec-
tronic course will be available to anyone over the Internet. 

We are expanding our defense community practice repository to 
provide a central electronic location where all acquisition profes-
sionals can share information relating to service-disabled veteran-
owned small businesses. 

Third. In 2003 I raised the service-disabled veterans as a height-
ened priority within the Department of Defense. For emphasis, we 
invited two Congressional Medal of Honor recipients—the Honor-
able Harvey ‘‘Barney’’ Barnum, the Assistant Secretary of the 
Navy, and Rodolfo Hernandez—to address our mentor/protege con-
ference. The Honorable Everett Alvarez was another keynote 
speaker. He is the longest-captive prisoner of war decorated serv-
ice-disabled veteran, and a successful small business owner. 

I also had the Honorable Albert Zapanta, Chairman of the Re-
serve Policy Forces Board, a recipient of the Silver Star and Purple 
Heart, and small business owner, who addressed the veterans’ 
issues. 

That level attention by the distinguished heroes has never been 
done before at that conference. 

I am also proud to state that my support contractor is a very 
competent service-disabled veteran business. And I guess what I 
am saying is I practice what I preach. 

We have identified our challenges, and we developed a roadmap. 
We are working hard to achieve our goal. 

I would like to close by expressing my appreciation for your in-
terest, and the collaborative effort by our sister federal agencies, to 
strive toward this patriotic goal of supporting our former war fight-
ers. It is the right thing to do. 
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I hope you can discern from my testimony that I have a real pas-
sion to meet this challenge. Thank you, sir. 

[Mr. Ramos’ statement may be found in the appendix.] 
Chairman AKIN. Thank you very much, Mr. Ramos. I know there 

is a lot of work left to do, and I thank you for your effort in trying 
to reach that 3-percent goal. 

Our next panel member is Mr. Brad Scott, Regional Adminis-
trator, Region Six, Heartland Region, US General Services Admin-
istration. Welcome. 

STATEMENT OF BRAD SCOTT, US GENERAL SERVICES 
ADMINISTRATION 

Mr. SCOTT. Thank you, Mr. Chairman, Ranking Member Udall, 
Ranking Member Michaud. 

I am pleased to report on behalf of Administrator Steve Perry on 
GSA’s continuing efforts to preserve the spirit of the two respective 
laws enacted to promote government contracting with service-dis-
abled veteran-owned small businesses. 

It has been my personal privilege to play a part in developing 
and implementing programs designed to, first, leverage our rela-
tionships within the federal community, to promote achievement of 
socio-economic goals by our client agencies. 

Second, to help service-disabled veterans identify opportunities to 
do business with the government. 

And finally, to enhance GSA’s ability to achieve its own goal. 
I would like to thank the Congress and the President for pro-

viding this tool that I believe will prove to be a meaningful en-
hancement in creating opportunities for service-disabled veteran-
owned small businesses. 

When public law 108-183 took effect last December, Adminis-
trator Perry challenged the GSA management team to forge an ini-
tiative to meet the demands of this new law. In response to this, 
we initiated a program that is entitled ‘‘Operation Fast Break.’’ 

Operation Fast Break is a two-pronged approach aimed at cre-
ating and improving GSA’s external and internal offerings to our 
federal customers, and to service-disabled veteran-owned small 
businesses. 

The broad goals of Operation Fast Break are first to identify, re-
cruit, train, and assist service-disabled veteran-owned small busi-
ness owners to get on GSA’s multiple-award schedule program. 
And second, it is to inform client agencies of the new law and the 
opportunity contained therein to streamline the ability to access 
service-disabled veteran-owned small businesses. 

G.S.A. has worked very closely with the Department of Veterans’ 
Affairs, DoD, the Small Business Administration, and the Defense 
Logistics Agency to identify ways to expand contracting opportuni-
ties to service-disabled veteran-owned small businesses. This part-
nership has opened lines of communication between the agencies, 
and enabled the involved partners to embark on joint conferences 
and joint initiatives to the benefit of all involved. 

I would like to hold up for distinction the Department of Vet-
erans’ Affairs, and Scott Denniston, who will testify next. GSA is 
hosting conferences to put service-disabled veterans in touch with 
federal agencies and prime vendors. Conferences have been held in 
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Washington, D.C. and New York already. Today there is one being 
held in Denver, Colorado, and we have one being planned for the 
Pacific Rim Region, Region 11 in California, and we have one 
scheduled in my region for October 20. 

G.S.A. has utilized the power of the world-wide web to improve 
offerings to service-disabled veterans through cross-agency coordi-
nation and links. In addition, under Operation Fast Break, GSA 
created a website solely dedicated to service-disabled veterans. 

During our internal review, GSA uncovered several dead links 
from other agencies to GSA. In addition, we found erroneous and 
outdated information contained on our own sites, as well as others. 
All of them have been fixed. 

Additionally, veterans were frustrated that they were having dif-
ficulty talking with live bodies who could provide meaningful infor-
mation. Not only have we listed points of contact on our website, 
we created a 1-800 number for veterans. When a service-disabled 
veteran contacts the hotline, he or she is directed to his or her local 
GSA Office of Small Business Utilization for more information on 
how to become a GSA contract holder. 

G.S.A. is working with the Association of Procurement Technical 
Assistance Centers, and has established a memorandum of under-
standing to create an avenue for service-disabled veterans to re-
ceive intensive assistance that we cannot always provide. 

G.S.A. has held internal conferences with its Office of Small 
Business Utilization to coordinate efforts, create a common cus-
tomer experience, and enhance our offerings to not only our client 
agencies, but to veterans. 

G.S.A. maintains a permanent liaison with the Task Force for 
Veteran Entrepreneurship. 

While still too early to judge the impact of our initiative, we can 
identify some progress. For instance, at the end of 2003, GSA had 
167 schedule-holders designated as service-disabled veterans. In 
March of this year, after GSA conducted an in-house review and 
contacted the businesses on schedule to inform them of the passage 
of the law, that number doubled to 332 businesses. As of June 30, 
we reached 351 businesses listed on schedule. 

Once on schedule, GSA maintains and regularly updates the list 
of service-disabled veteran-owned small businesses. This list of 
businesses can be obtained from GSA service-disabled veteran-
owned small business website. 

In addition to asking for more service-disabled veterans on 
schedules, federal agencies have asked for a more user-friendly 
method of identifying service-disabled veterans. We are working to 
provide that, as well as to expand the pool. 

And with that, Mr. Chairman, my time is about up, and I would 
like to end within the five minutes. We thank you for the honor 
and privilege of testifying before this august body. 

Chairman AKIN. Thank you very much, Mr. Scott. 
Our next panel member is Mr. Scott Denniston, Director, Office 

of Small Business and Center for Veterans’ Enterprise, US Depart-
ment of Veterans’ Affairs. 

Welcome. 
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STATEMENT OF SCOTT F. DENNISTON, OFFICE OF SMALL 
BUSINESS & CENTER FOR VETERANS ENTERPRISE 

Mr. DENNISTON. Thank you. Mr. Chairman and distinguished 
Members of the Committee, thank you for the opportunity to testify 
on behalf of Secretary Anthony Principi on what VA has done to 
implement the programs envisioned by public law 106-50 and 108-
183. 

In 2001, the Department created the Center for Veterans’ Enter-
prise. The Center’s principal mission is to promote business owner-
ship and expansion for veterans and service-connected disabled vet-
erans. 

The Center, which started with four employees, now has 11 em-
ployees in three functional areas: communications, business devel-
opment, and business expansion. 

The mission of the Communications Unit is to ensure awareness 
of the Federal Veterans’ Entrepreneurship Program and the assist-
ance offered by our resource partners: the Association of Small 
Business Development Centers, the Association of Procurement 
and Technical Assistance Centers, the Veterans’ Corporation, the 
Veterans’ Business Outreach Centers, the Small Business Adminis-
tration Development Officers, and the Service Corps of Retired Ex-
ecutives. 

A principal tool of the Communications Unit is the Center’s web 
portal, vetbiz.gov. The web portal was recognized in the 2004 Edi-
tion of the 100 Best Resources for Small Business. 

The mission of CVE’s Business Development Unit is to efficiently 
connect veterans with community-based support, and to assess the 
responsiveness and effectiveness of local services. This unit was es-
tablished in July of 2003. 

A newly-developed tool of the Business Development Unit is the 
VetBiz Assistance Program, which will allow providers of business 
assistance services to post their program information for veterans 
to easily locate. This new program will be unveiled on August 17, 
2004, on the fifth anniversary of public law 106-50. 

The mission of CVE’s Business Expansion Unit is to directly as-
sist veterans who are seeking federal marketplace opportunities, 
and to minimize access barriers, and to maximize where possible. 
The principal tool of this unit is the VetBiz Vendor Information 
pages. 

In April, the Administrator of the US Small Business Adminis-
tration and the Acting Administrator of the Office of Federal Pro-
curement Policy jointly issued a memorandum to all federal agen-
cies encouraging the use of the VetBiz VIP database. 

The database accepts information from external sources where 
veteran-owned businesses may be located, including Department of 
Defense’s central contact registry. For a business to be posted on 
this Internet offering, the company must answer questions regard-
ing small business size status, and affirm that the company is truly 
51-percent owned and controlled by veterans or service-disabled 
veteran-owned businesses. 

In the past 12 months, more than 59,000 calls and faxes from 
veterans have been handled by the Center. The web portal estab-
lished to provide 24/7 access to veterans has received more than 
700,000 hits in the first six months of this year. 
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VA’s CVE has joined forces with federal agencies and prime con-
tractors to create a corps of government and corporate advocates 
for veterans’ enterprise, volunteers who stand ready and able to 
answer questions from entrepreneurial veterans on how to access 
requirements of their organizations. 

I am proud to report that the Center and the Department have 
been actively sought out by federal agencies and corporations to 
partner in their outreach efforts. VA has co-sponsored outreach 
programs with the Air Force, Defense Logistics Agency, Depart-
ment of Health and Human Services, Department of Housing and 
Urban Development, Department of Interior, Department of Trans-
portation, General Services Administration, Small Business Admin-
istration, General Dynamics and SAIC, to name a few. 

Additionally, we have ongoing relationships with the DoD Re-
gional Small Business Councils, the DoD Procurement Technical 
Assistance Centers, and the Small Business Development Centers. 

The CVE has also been invited to address employees of many 
other federal agencies as part of their acquisition education pro-
gram. 

Last spring, Secretary Principi issued a comprehensive report on 
recommendations to improve the performance of veteran-owned 
small businesses. This report contains many important changes. 
Perhaps the most startling and truly sweeping is the requirement 
now to include performance with veterans and service-disabled vet-
erans in executives’ performance plans within the Department of 
Veterans’ Affairs. This report, coupled with the new set-aside au-
thority which Congress has passed, should result in significantly 
higher improved achievements for both veterans and service-dis-
abled veterans. This report is posted on the VetBiz web portal for 
anyone who is interested in using it. 

Shortly before President Bush signed the Veterans’ Benefit Act 
of 2003 on December 16, we began receiving enthusiastic calls from 
service-disabled veterans who had been closely monitoring the leg-
islation. The callers wanted to know how long before the legislation 
would be implemented within VA and other federal departments 
and agencies. Obviously, they urged immediate implementation. 

Secretary Principi, in consultation with VA’s General Counsel, 
determined that implementing regulations were not necessary to 
implement the provisions of the law. On February 24, the VA’s Of-
fice of Acquisition and Material Management issued an information 
letter which implemented the set-aside provisions of the law for VA 
immediately. 

Thanks to the tremendous efforts and collaboration of the Small 
Business Administration and the Federal Acquisition Council, both 
SBA regulations and the Federal Acquisition regulations were re-
vised, effective May 5, to implement the public law. As a result, we 
rescinded our informational letter. 

What is interesting to note is that, since the time that the imple-
menting of regulations went into effect, there have been 86 oppor-
tunities advertised in FedBizOps for service-disabled veteran set-
asides. And we are pleased that more than half of those, or 48, 
came from the Department of Veterans’ Affairs. 

We have been very active in developing and supporting veteran-
owned businesses. We think that we have put the tools in place 
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that will, in the near future, show the results that Congress ex-
pects through the set-aside authority. 

Thank you for the opportunity to testify, and I would be happy 
to answer any questions. 

[Mr. Denniston’s statement may be found in the appendix.] 
Chairman AKIN. Thank you, Mr. Denniston. 
Our next member is Ms. Nina Rose Hatfield, Deputy Assistant 

Secretary for Business Management and Wildland Fire, US De-
partment of the Interior. 

Thank you. 

STATEMENT OF NINA ROSE HATFIELD, BUSINESS MANAGE-
MENT AND WILDLAND FIRE, US DEPARTMENT OF THE INTE-
RIOR 

Ms. HATFIELD. Thank you, Mr. Chairman. 
Mr. Chairman and Members of both Committees, I appreciate 

the opportunity to testify today on behalf of the Department of the 
Interior in support of the strategies that will increase small busi-
ness procurement opportunities with service-disabled veterans on 
businesses. 

Fifty percent of the $4 billion spent by our bureaus and offices 
in fiscal year 2003 were awarded to small businesses. We have con-
sistently been among the leaders of the government in contracting 
with small and minority businesses. Nonetheless, we recognize the 
need for continued progress with service-disabled veteran-owned 
businesses. 

Our small business theme is know your neighbor, because we 
have offices located across the nation, with responsibilities where 
our veterans reside and are business owners. We understand that 
we need to do a good job of providing information for those vet-
erans about how they can contract with Interior. And we believe 
that public law 108-183 will open more doors for those veterans. 

Within Interior, many positive steps have occurred in the past 
two years, but more remains to be accomplished. Prior to the recent 
passage of the Veterans’ Benefit Act, Interior increased SDV pro-
curements from fiscal year 2002 to fiscal year 2003 by about 65 
percent. We rank in the upper third of all federal agencies in SDV 
contracting accomplishments for fiscal year 2003, and we are con-
fident that we can meet our share of the 3-percent government-
wide goal for fiscal year 2005, with the additional benefits of the 
set-asides and sole source authorities that are provided in public 
law 108-183. 

The Interior Department has adopted a model, which has been 
very successful for us in other areas, to reach this 3-percent goal 
based on our partnerships, our advocacies, and targeted informa-
tion for service-disabled veterans. At every forum or Chamber of 
Commerce opportunity, our small business leaders continue to ad-
dress our commitment to increase SDV opportunities. 

With over 14 national Small Business Associations as our busi-
ness partners, we are constantly looking for new ways that we can 
work to involve SDV business owners as mentors and team players. 

We are also looking for innovative ways to reach our SDV busi-
ness owners through partnering with minority-serving institutions 
business schools across the nations and our territories. 
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Today, in Denver, Colorado, we are participating with the GSA 
and the Small Business Administration in the Regional Procure-
ment Fair for service-disabled veterans. We also have participated 
in other key outreach programs in Albuquerque and Washington as 
a part of the larger federal commitment to open opportunities. 

Internally, we have developed and disseminated DOI guidance 
within two weeks of the interim rule, for all of the Department. We 
also have a detailed staff person as a primary point of contact. We 
are working now with bureaus to identify contracts. And we, too, 
have modified our website to provide better and more information 
about getting on the Central Contract Register, and how you do 
business with the Department. 

Building on these efforts, we are very confident that Interior can 
indeed achieve its 3-percent target of business with SDV small 
businesses. 

And with that, that concludes my testimony. And I will be glad 
to try to answer questions. Thank you. 

[Ms. Hatfield’s statement may be found in the appendix.] 
Chairman AKIN. Thank you very much, Ms. Hatfield. 
At this time we will entertain questions from the panel. Mr. 

Udall, do you have a question? 
Mr. UDALL. Sure, Mr. Chairman, thank you. I would like to ask 

Allegra McCullough about an issue here. 
The SBA moved very quickly on the regulations to implement 

public law 108-138. Could you talk about some of the reasons why 
you moved so fast on this? 

Ms. MCCULLOUGH. Absolutely. Being able to give back to those 
who have sacrificed so much for this country, which is certainly a 
priority with this Administration. And so we tried to, as quickly as 
we could, pull together our top legal and policy people to make this 
a number-one priority. 

Mr. UDALL. Now, in the process of moving forward, you waived 
the notice and comment requirements for the interim rule. Was 
there a reason for doing that? I mean, do you think it might have 
been a more effective rule if you had gone through the notice and 
comment requirement? 

Ms. MCCULLOUGH. We did go through a comment requirement. 
But we wanted to also make certain that very little time passed be-
fore SDVs were able to take advantage of the benefits of the rule. 

Mr. UDALL. Do we have any idea how many businesses fit the 
category that we are talking about here? 

Ms. MCCULLOUGH. No, we do not. And to be perfectly honest, we 
must work with all of our agencies, making certain that we are 
using every possible instrument and outreach effort to identify our 
service-disabled veterans. 

Mr. UDALL. Is there anybody else on the panel that has an idea 
of how many service-disabled veteran-owned businesses there are? 
I mean, wouldn’t it be helpful to have that kind of information to 
target what we are trying to do here? Any comments? 

Mr. DENNISTON. Mr. Udall, the best numbers that we have on 
the number of service-disabled veteran-owned businesses come 
from some statistical samples that have been done by the Depart-
ment of Commerce, Bureau of Census. And they range anywhere 
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from about 350,000 to 500,000. That is about the best number that 
we have been able to come up with. 

Mr. UDALL. Three hundred and fifty to 500 thousand. Okay. I 
think that is good for me here, Mr. Chairman. Thank you, and I 
yield back. 

Chairman AKIN. Thank you, Mr. Udall. 
Do you have a question? Welcome to the panel. 
Ms. HERSETH. Thank you very much, Mr. Chairman, and thank 

you for your testimony here today. 
Just maybe a little bit of a follow-up on Congressman Udall’s 

question there. It seems that maybe there has been some trouble 
in identifying and reaching these businesses that meet the eligi-
bility requirements for those veterans that have service-connected 
disabilities. 

So it leads me to question, under the new tool that we have here, 
the authority to sole-source or restrict certain contracts, your abil-
ity to use those new tools may be somewhat limited until we make 
more effort or make sure you have the resources, not just financial 
resources, but information network resources, to best identify the 
businesses that qualify. Right? I get the sense that there might be 
a consensus just in some nodding of the heads here. 

Ms. MCCULLOUGH. If I may speak, yes and no. Yes, there has 
been difficulty identifying. And I think I speak for everyone that 
we are determined to make an all-out effort to use every tool nec-
essary to identify and to outreach to every segment of America to 
make certain that we are articulating this rule, that we are letting 
service-disabled veterans know about the goals that the federal 
agencies would like to achieve, educating them on how to contract 
with the federal government. 

Ms. HERSETH. I just want maybe to point out, as you go forward, 
that while we want to move forward to the 3-percent goal as best 
possible, and now have some authority that has been granted to 
help us achieve that goal, I do not want any businesses for vet-
erans who have the service-connected disabilities to be at a dis-
advantage when someone is making a determination that they can 
sole-source if there is no reasonable expectation that bids are going 
to be offered. But yet if there are businesses out there that would 
be in a position to offer, but they are just not as familiar with this 
program because they have not been identified, we have not effec-
tively reached out to them. 

I am just pointing out maybe this inherent tension a little bit, 
and to be cognizant of that moving forward, that we do not start 
putting certain businesses at a disadvantage because we have not 
done enough at the outset to identify them. 

Mr. DENNISTON. I think there are two issues here. Number one, 
going back to Congressman Udall’s question about how many serv-
ice-disabled veterans are there in the United States. And if we look 
at the number that are participating in federal contracting, it is a 
very small percentage. So I think that is issue number one, how 
do we get more businesses involved in the federal procurement 
process. 

I think Mr. Ramos hit the other nail on the head. The fact that 
those we have identified have been working in the small contract 
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area, and what this authority will allow us to do will be to grow 
those businesses that we have identified now as part of the process. 

Ms. HERSETH. Thank you. And the last question I will pose is, 
from your testimony I do not get the sense from any of you that 
you feel the 3-percent goal is unattainable. 

Ms. HATFIELD. I think we agree that we can reach the goal. I 
would agree, though, with the rest of the panel members and the 
issues that you have raised. It is very important in terms of doing 
the outreach to the veterans so they are aware of what those oppor-
tunities are, and help us in terms of identifying who may be avail-
able to do business. 

Mr. BROWN. Thank you very much. And I know that we must 
have a benchmark to work towards, and maybe we might not reach 
that 3 percent. But if we keep working together, maybe we will 
find some folks that they will be interested and we can help along 
the way. 

We are very privileged today to have joined with us the Ranking 
Member of the Small Business Committee, Ms. Velazquez. Any 
questions? 

Ms. VELAZQUEZ. I do. 
Mr. BROWN. I have some questions myself, but I am going to sub-

mit those in writing to you later, just for the sake of time. 
Ms. VELAZQUEZ. Thank you, Mr. Chairman. And I am really 

happy that you are conducting this joint hearing. 
I think this provides for the Committee and Subcommittee to ful-

fill its duty of oversight. And conducting these types of hearings 
will help us fix some of the problems that we are having with the 
legislation that we passed. 

My personal opinion is that we made some mistakes, and this is 
an opportunity now to fix out the mistakes that were made. 

Ms. Allegra McCullough, I am curious about your interpretation 
of the statute in the promulgation of the implementing regulations, 
allowing agency contracting officers to choose whether to use the 
8(a) program or the Hub Zone program or the new SDV program. 
In light of the mandatory language contained in both the 8(a) pro-
gram and the Hub Zone, why has the SBA chosen to allow the per-
missive language, the so-called ‘‘may’’ language, to take a priority? 

Ms. MCCULLOUGH. That is the language that was actually passed 
in the statute. We did not really have the discretion to change that 
language. 

However, we would be happy to revisit that language. 
Ms. VELAZQUEZ. Can you speak up, please? 
Ms. MCCULLOUGH. You were talking about the use of the word 

‘‘may’’ rather than ‘‘shall,’’ in terms of sole-sourcing? 
Ms. VELAZQUEZ. No. I am talking about you, the agency allowing 

contracting officers giving parity, when we have the statutory lan-
guage that says that the 8(a) program or the Hub Zone program, 
that they have priority over the SDV program. 

Ms. MCCULLOUGH. Well, the language, I mean, there is parity 
between the 8(a) and the other programs. But the language in the 
statute indicates ‘‘shall,’’ which clearly indicates a mandate. 

In the statutes for the SDV, it indicates ‘‘may,’’ which indicates 
that it is up to the discretion of that federal contracting officer. 
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This is certainly language that, if Congress wishes to revisit, we 
would be more than happy to revisit that issue with you. 

Ms. VELAZQUEZ. The service-disabled veteran on business pro-
curement programs has discretionary language. A contracting offi-
cer may use the program. 

Under the SBA implementing regulation for PL 108-183, I see 
that it allows the SBA to release a requirement under the 8(a) pro-
gram. 

Would you please describe in what circumstances the SBA will 
agree to such a release? 

Ms. MCCULLOUGH. Releasing the contracting officer from sole-
sourcing? Is that what you are asking? I am not quite sure that I 
understand your question. 

Ms. VELAZQUEZ. It would allow for releasing the requirement of 
the 8(a) program, specifically the 8(a) program. 

Ms. MCCULLOUGH. If I am understanding you correctly, what it 
articulates is that there would have to be, if they cannot find more 
than one 8(a) participant, then they could sole-source it. But that 
is something that they must consider. 

I hope I am answering your question. If not, I would be more 
than happy to answer it for you at a later time, when I am sure 
about— 

Ms. VELAZQUEZ. I will allow you to answer me at another time. 
Ms. MCCULLOUGH. Okay, I will be happy to. 
Ms. VELAZQUEZ. You will be able to send a written submission 

to the Committee? 
Ms. MCCULLOUGH. I would love to. Thank you. 
Ms. VELAZQUEZ. Ms. McCullough, on May 24 the SBA published 

a final rule to the Hub Zone program. In this regulation, the SBA 
proposal to provide parity for the 8(a) and the Hub Zone program 
was not finalized. Am I correct? 

Ms. MCCULLOUGH. On parity with the 8(a) program, that it was 
not finalized? 

Ms. VELAZQUEZ. Yes. On May 24? 
Ms. MCCULLOUGH. Yes. 
Ms. VELAZQUEZ. Okay. In fact, the SBA said it will further exam-

ine issues raised, and will not amend the rule at that time. Is that 
correct? 

Ms. MCCULLOUGH. That is correct. 
Ms. VELAZQUEZ. But on May 5, the SBA seems to imply, with the 

regulations for the service-disabled veteran-owned business pro-
curement program, that, except for existing 8(a) contracts, con-
tracting officers can pick and choose whether they will use either 
the 8(a) program, the Hub Zone program, or the newest program. 

My question to you is, what is the priority among these pro-
grams, in light of the fact that 13 CFR 126.607 has not been modi-
fied? 

Ms. MCCULLOUGH. We are making certain that we articulate to 
our federal partners that it is extremely important that they con-
sider meeting the goals of all of these programs, as best as they 
can. 

Ms. VELAZQUEZ. The problem that I have is that you are not al-
lowed to pick and choose, in terms of the regulation. You cannot 
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pick over one or the other, unless you modify the regulation. Did 
you modify the regulation? 

You answered to me that on May 24, when I asked you, that the 
regulation was not finalized. You said that I am correct. 

Ms. MCCULLOUGH. That is correct. 
Ms. VELAZQUEZ. Yes. But then on May 5, the SBA seems to 

imply, with the regulation that you issued, that for the service-dis-
abled veteran-owned business procurement program, that except 
for existing 8(a) contracts, contracting officers can pick and choose 
whether they will use either the 8(a) program, the Hub Zone, or 
the newest program. But you did not finalize the rule, the regula-
tion. 

Ms. MCCULLOUGH. We really wanted to make certain that very 
little time passed before SDVs were able to take advantage of the 
rule. 

Ms. VELAZQUEZ. Based on the May 5, can you tell me which of 
the programs has the priority? When a contracting officer is going 
to decide how they are going to do it. 

Ms. MCCULLOUGH. SBA does not have the discretion to actually 
make that rule. And it is something that we would certainly like 
to revisit with Congress on. But we do not have that discretion. 

Ms. VELAZQUEZ. Okay, you do not have it. So tell me, who cre-
ated this priority? The current priority listing for 8(a) and Hub 
Zone companies, located at 13 CFR 126.607(e), 8(a) companies lo-
cated in a Hub Zone; two, 8(a) company; third, Hub Zone competi-
tive procedures; and fourth, Hub Zone sole-source procedures. 

Ms. MCCULLOUGH. You are saying who established that? 
Ms. VELAZQUEZ. Yes. Do you have the legal counsel from SBA? 
Ms. MCCULLOUGH. We will have to get back to you on that. 
Ms. VELAZQUEZ. Who issued this regulation? 
Ms. MCCULLOUGH. Excuse me? 
Ms. VELAZQUEZ. Who issued? Who issued this regulation that es-

tablished this order? 
Ms. MCCULLOUGH. The original issuer? 
Ms. VELAZQUEZ. The one that I just read. Was it SBA? 
Ms. MCCULLOUGH. SBA issued that rule. 
Ms. VELAZQUEZ. Ms. McCullough, in the fourth pages of your tes-

timony, you say not one word regarding how the SBA is going to 
police this new procurement program. These are the parameters for 
a joint venture program in the new rule that is different than for 
any other SBA program. The ownership requirements for this pro-
gram are different than for any other SBA program. The percent-
age of work requirements are different than for any other SBA pro-
gram. 

And yet, you have not said one word in your testimony about 
how the SBA is going to ensure this program is not abused. Can 
you please comment on this? 

Ms. MCCULLOUGH. I will be happy to. With all due respect, SBA 
has and never has had the power to police any procurement pro-
gram offered throughout the federal government. 

We do, however, intend to, through our relationships with our 
federal partners and combined outreach and marketing efforts. 

Ms. VELAZQUEZ. So how are you going to make sure that the pro-
gram is not abused? 
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Ms. MCCULLOUGH. We will certainly have to make certain that 
this is articulated to our federal partners, that, by all means nec-
essary, the integrity of this program must be obtained. 

But again, we do not have the authority to police any of our pro-
grams throughout the federal agencies. 

Ms. VELAZQUEZ. With all due respect, you are wrong. You are to-
tally wrong. And legal counsel is there behind you, and they can 
tell you that you are wrong. 

Thank you, Mr. Chairman. 
Chairman AKIN. Okay. Thank you, Ms. Velazquez. 
Members of the panel, thank you very much for coming and en-

lighten us on these regulations. And we will now proceed to the 
second panel. 

[Recess.] 
Chairman AKIN. Let me extend a warm welcome to our second 

panel. And we are pleased to have you come and testify on such 
an important issue. 

Our first two members, participating members, one will testify 
and the other will not. Is that correct, Mr. Lopez? As Co-Chairman 
of the Task Force on Veterans’ Entrepreneurship, and Mr. Rick 
Weidman is the Chairman of the Task Force on Veterans’ Entre-
preneurship. So which will testify? 

Mr. WEIDMAN. Mr. Lopez. We decided to give the kid his shot at 
it, Mr. Chairman. 

Chairman AKIN. Okay. Welcome, Mr. Lopez. 

STATEMENT OF JOHN K. LOPEZ, TASK FORCE FOR VETERANS 
ENTREPRENEURSHIP 

Mr. LOPEZ. Good afternoon, gentlepersons. I believe there is a 
lady remaining. 

Thank you for your kind invitation to testify before the distin-
guished Committees regarding government support of service-dis-
abled veteran-owned businesses. 

My name is John Lopez. I am Chairman of the Association for 
Service-Disabled Veterans, and I am Co-Chairman of the Task 
Force for Veterans’ Entrepreneurship. I am here with my colleague, 
Rick Weidman, who is the Chairman of the Task Force, as well as 
the Director of Government Relations for the Vietnam Veterans of 
America. 

Without objection, I would ask to submit our testimony for the 
record, and summarize our observations for the Members, in re-
spect for your time and indulgence. No objections. 

On behalf of the nation’s over 60-million-person veteran commu-
nity, and especially the disabled-in-military-service and prisoner-of-
war veteran businesses, I would like to express the appreciation of 
the veterans’ community for the exemplary accomplishments of 
your committees, on behalf of America’s service-disabled and pris-
oner-of-war veterans. 

The Members have demonstrated the highest level of commit-
ment, concern, and service to our nation’s veterans. It is a privilege 
to address the Members of these two Committees. 

In the four years since the enactment of public law 106-50, and 
the year since the enactment of public law 108-183, the impact of 
the legislation has been negligible. Since March, 2003 few agency 
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acquisition and contracting officials have demonstrated an in-
creased interest in the legislative direction to assist service-dis-
abled veterans to maintain their rehabilitation through self-em-
ployment, as federal prime and subcontractors. 

The United States Small Business Administration has minimally 
increased the integration of service-disabled veterans into some of 
the special assistance effort of that agency. Outreach materials, 
standard publications, and routine announcements now mention 
support and assistance for service-disabled-veteran enterprises. 
The level of effort and outreach in early 2003 had implied to the 
procurement community that there is no commitment by the fed-
eral government to assist service-disabled veterans. 

To urge government outreach, and as a stakeholder in the out-
come, the Association for Service-Disabled Veterans, a member of 
the Task Force for Veterans’ Entrepreneurship has financed and 
expanded a previous certified disabled veteran interactive data-
base, containing more than 20,000 service-disabled-veteran enter-
prises that is a follow-on of a certification process started in 1989. 
The intent was if they were unable to find service-disabled vet-
erans, there was a database that had been developed since 1982, 
starting in California, which has over 20,000 vetted by the legisla-
tive directive of the California Legislature service-disabled vet-
erans. 

The second year, the yearly release of data pertinent to agency 
small business procurements, the summary, what is called the 
Summary of Actions and Dollars Reported on SF279 and SF281 by 
Agency, continues to report minimal progress to the 3-percent legis-
lative goal for disabled-veteran participation. 

A telephone sample by ASDV of that method of calculation of 
that report, of the method of calculation of the data in those re-
ports, reveals no increased accuracy of dollars, action, or appro-
priate categorization in those reports. Inevitably, the erroneous in-
formation misleads the US Congress, and subverts the intent of 
public law 106-50 and public law 108-183. 

Sadly, a perceived lack of commitment has also been repeatedly 
voiced to service-disabled-veteran enterprises by off-the-record com-
ments of procurement officials. Such as, service-disabled veteran 
assistance is just a goal. If the Congress had been serious about 
helping service-disabled veterans, they would have legislated man-
datory requirements, not unaccountable goals. 

While the Task Force firmly believes that the Congress is serious 
about service-disabled veterans, the perception advanced by pro-
curement officials contrasts sharply with the legislative intent of 
public law 106-50 and public law 108-183. 

The commitment of the private sector prime contractor is even 
more abysmal. Service-disabled-veteran enterprise requests to par-
ticipate as subcontractors has been met with negative responses 
and disinterest. 

As a routine response to service-disabled-veteran enterprise re-
quests for procurement participation, prime contractors initially 
profess ignorance, and protest that government procurement offi-
cials never mentioned service-disabled-veteran enterprises. This is 
followed by subsequent protestation that prime contractors are ex-
empted from participation by variously-invoked parsing of the reg-
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ulatory language, special procurement official dispensation, or that 
they are not performing contracts that are subject to regulation. 

There are no clear villains in the failure to assist the service-dis-
abled veterans of our nation. Rather, there is a need for more spe-
cific direction from the United States Congress, even at the risk of 
cries of Congressional micro-management by the federal bureauc-
racy. 

It is imperative that your Committee takes initiative in estab-
lishing the legislative requirements that will permit our nation’s 
disabled-in-service and prisoner-of-war veterans to participate more 
fully in the economic system they sacrificed to preserve. 

It is respectfully requested that public law 106-50 and public law 
108-183 be amended and expanded to provide authorized, directed, 
specific, and mandatory participation by service-disabled veterans 
and prisoner-of-war veterans, in all federal procurement, whether 
through inclusion in the various set-aside provisions of the Small 
Business Act, as amended, or in the newly-included sections of that 
Act. 

Only the active application of this Committee’s authority will en-
sure that entrepreneurship is an available rehabilitation alter-
native to those that sacrificed for the security and prosperity of our 
nation. 

Thank you. I would be pleased to respond to any questions, as 
would my colleague, Mr. Weidman. 

[Mr. Lopez’s statement may be found in the appendix.] 
Mr. BROWN. [presiding] Thank you very much, Mr. Lopez. And 

we will have questions at the very end. 
Next is Professor Steven L. Schooner, Co-Director of the Govern-

ment Procurement Law Program, George Washington University 
Law School. Welcome. 

STATEMENT OF PROFESSOR STEVEN L. SCHOONER, GOVERN-
MENT PROCUREMENT LAW PROGRAM, GEORGE WASH-
INGTON UNIVERSITY LAW SCHOOL 

Mr. SCHOONER. Chairman Brown, Congressman Michaud, Chair-
man Akin, Congressman Udall, and members of the Subcommittee, 
thank you. I appreciate this opportunity. 

Let me begin by joining the chorus of those who recognize that 
service-disabled veterans deserve our respect and attention for 
their lasting sacrifices. Having spent my entire life affiliated with 
the United States Army, these issues strike particularly close to 
home. 

While this program was intended to benefit a deserving class of 
businesspeople, however, I fear that the rush to implement the pro-
gram risks inefficiency in the procurement system, and at worst, 
potential abuse. 

My primary concerns are, first, empirically it is unclear that the 
program is the most efficient tool to achieve the desired end. 

Second, rather than creating new business opportunities, the pro-
gram merely escalates infighting within the small business commu-
nity. 

Third, certain aspects of the program raise troubling issues of ac-
countability and oversight. 
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And fourth, the program further burdens an already-thin federal 
acquisition work force. 

For example, the initial regulatory flexibility analysis and SBA’s 
analysis makes clear we do not know how many and what type of 
service-disabled veteran-owned small businesses exist. A survey or 
study, possibly a joint effort of the SBA, the VA, and the Commerce 
Department, might be immensely valuable. 

If, for example, a significant percentage of these firms fall into 
the comp demo categories, the set-aside provisions would be 
deemed ineffective. As this Committee well understands, the small 
business competitiveness demonstration program bars agencies 
from setting aside contracts for small businesses in certain indus-
tries where small businesses historically have proven themselves 
competitive. 

A better understanding of the SDVOSB market and its capabili-
ties, the industries in which the capacity exists, the extent to which 
the capacity is utilized by the federal government will permit a 
much more targeted and effective outreach, and hopefully business 
development, program. 

Further, the program creates no new opportunities for small 
business; it merely redistributes opportunities. The program fur-
ther subdivides the existing small business piece of the govern-
ment’s procurement pie by pitting small businesses against each 
other. 

Similarly, government-wide goals may not be the most effective 
tools if your purpose is to broadly distribute contract opportunities 
to emerging firms. 

Experience suggests that once an aggressive goal is in place, it 
favors the most successful or strongest existing firms. Because the 
goal focuses upon the percentage of dollars in contract awards, con-
tracting officers have an incentive to award the largest possible 
contract to the smallest number of eligible firms. So the chief bene-
ficiary tends to be robust small- to mid-sized firms, many of which 
strategically avoid formal growth by subcontracting or outsourcing 
tasks. 

In addition, the system will be very difficult to police. First, self-
certification opens the door for abuse. That is why both the SDV 
and the Hub Zone programs require certification, and I think that 
is appropriate here. 

In addition, sole-source contracting contradicts one of the funda-
mental premises upon which our system is based: competition. And 
we are all familiar with the Competition in Contracting Act, and 
why it is in place. 

In addition, sole-source contracting presents significant risks to 
emerging veteran-owned firms. Small firms that may not fully un-
derstand the contractual obligations are all too eager to assume 
their appropriate risks. When those firms fail, it disrupts the gov-
ernment operations. But in addition, because the government in-
creasingly relies on past performance evaluations, this can prove 
potentially fatal, a professional death knell, to an emerging small 
business in the government marketplace. 

Finally, further proliferation of set-asides in small business pro-
grams adds complexity and inefficiency in the procurement system, 
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and that is problematic because throughout the 1990s, Congress 
mandated acquisition work force reductions. 

There is an insufficient number of qualified federal acquisition 
professionals left to conduct appropriate market research, plan ac-
quisitions, maximize competition, comply with Congressionally-im-
posed social policies, administer contracts to assure quality control 
and compliance, resolve protests and disputes, and close out con-
tracts. 

I remain disappointed by Congressional unwillingness to inter-
vene on behalf of the acquisition work force, particularly in light 
of the recent experience in Iraq, where, for example, our Program 
Management Office outsourced its management of its contractors. 
The acquisition work force crisis is exacerbated by the Administra-
tion’s emphasis on competitive sourcing, and it will get worse be-
fore it gets better. So asking this work force, without additional re-
sources, to cater to special interest groups is unrealistic, and argu-
ably fiscally irresponsible. 

The bottom line is in attempting to balance these competing con-
cerns, providing good opportunity to veterans and small businesses, 
while obtaining supplies in an economically-efficient manner, pa-
tience seems to be an appropriate response. 

That concludes my testimony. Thank you for the opportunity, 
and I would be pleased to answer any questions. 

Mr. BROWN. Thank you very much, Mr. Schooner. 
Gentlemen, I am going to skip over you and go to Mr. Hudson, 

if that is in order. And Mr. James Hudson is the Marketing Direc-
tor of Austad Enterprise, Inc. 

And thank you, Mr. Hudson. 

STATEMENT OF JAMES C. HUDSON, AUSTAD ENTERPRISES, 
INC. 

Mr. HUDSON. Good afternoon, Chairman Brown, Chairman Akin, 
other distinguished members of the subcommittees, dedicated 
members of the respective staff, my colleagues both in and out of 
the government today. 

I am a service-disabled Vietnam veteran. My wife Fran, also a 
service-disabled veteran, and I work together in a corporation 
which publishes the Veterans’ Business Newswire, an e-newsletter 
disseminated to more than 25,000 service-disabled and other vet-
erans in small business. 

We also publish a directory for small business owners, called 
‘‘Purchasing Contacts in Major US Corporations.’’ And we own a 
video and audio conferencing company, whose customers include 
federal agencies. 

I have worked in the field of veterans’ affairs and disability 
rights since my discharge from the Army in 1970. My testimony 
today is based largely on my own experience, but also on the expe-
rience of our readers, and their emails to us and their phone calls. 
Also, we have published a brochure immediately after the passage 
of public law 108-183. Joseph Forney, myself, and my wife made 
that a downloadable Microsoft Publisher and .pdf file. And we have 
had more than 500 downloads since February, when that was made 
available to service-disabled veterans in small business. And so we 
have gotten feedback from them, as well. 
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And I can tell you that we have also had efforts over the last 
three years to market to federal agencies and prime contractors, 
and that is the basis of my testimony today. 

We have attended conferences in Colorado, New Mexico, Wash-
ington, D.C., other states, at the urging of small business officials. 
We have traveled to other states to meet with federal buyers. As 
a result of those efforts, we have had sales of $10,000 in the last, 
with federal agencies. 

We have corresponded and spoken with literally 1500 veterans, 
and most of them non-service-connected, but I would say approxi-
mately three or four hundred service-disabled veterans in the last 
several years. We personally know just a few who describe them-
selves as being successful in the federal arena. 

I would urge the Committees to study the issue of how many 
new service-disabled veterans are contracting with federal agen-
cies. The Federal Procurement Data Center can pull that informa-
tion from their data. 

For example, the Veterans’ Administration in fiscal year 2002 
was contracting with, on average, three to four new service-dis-
abled veterans per month. Those are companies that did not have 
previous contracts with that agency, or any other federal agency, 
prior to those months. That gives you a better picture of how public 
law 106-50 has been implemented. 

This fiscal year, fiscal year 2003, service-disabled veterans 
should have earned a gross revenue of $7.5 billion. Instead, they 
brought in $549 million, two-tenths of 1 percent of the procurement 
budget, instead of the 3-percent goal that was set. And that total 
is actually $5 million less than the $554 million that was targeted, 
or that was actually earned two years earlier, in fiscal year 2001. 

This is especially hurtful to our nation’s service-disabled veterans 
in small business, to know that more than half of all federal agen-
cies, more than half of the 60 federal agencies spent zero percent 
of their budgets with service-disabled veterans. That includes the 
Office of the White House, the Executive Office of the President, 
the Small Business Administration, the Department of Labor; 
agencies that you would expect to lead, not bring up the rear in 
procurement spending. SBA, for three years straight, has spent 
zero dollars with service-disabled veterans. 

It was, as you recall, Angela Styles, the top federal procurement 
official, that came to this Committee last year and said that the 
federal government was doing an abysmal job in procurement 
spending for service-disabled and other veterans. And that helped 
to spur the Committee to take the action with respect to public law 
108-183. And we appreciate that effort very much. This gives new 
hope to service-disabled veterans. 

But I have to say that we would be mistaken if we thought that 
thousands of service-disabled veterans have not dropped out of the 
system. In talking to them, we have learned that many veterans 
just are not going to come back one more time. 

Over the last 20, 30 years since the Vietnam War ended, the 
treatment that they received by the SBA and other resource part-
ners of the government has been poor, and they are just not going 
to come back and try one more time. And these zeroes that have 
been piling up in the federal agencies over the last five years, you 
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cannot knock on those doors over and over again and not, in some 
cases, drop out. So we have lost many service-disabled veterans 
from the system. That is just a reality. 

We were encouraged with the brochure download, so we know 
some are still in the fight. And the outreach efforts of the govern-
ment have brought in new service-disabled veterans. So we have to 
respond to their needs, and I know the Committees are willing to 
do that and are making their effort. 

The focus of your Committee today is to talk about outreach ef-
forts, and whether they are making a difference since the passage 
of this new law. I wish I could say it has been more positive. Jo-
seph and I have been out knocking on doors, and you will learn 
from Joseph his response. But I can tell you that my own has not 
been positive. 

I will tell you that—is the time almost expired? I am sorry. 
Mr. BROWN. You are 1:18 over already, so—and I am just waiting 

on Joseph, so go ahead. 
Mr. HUDSON. I am waiting on him, too. Let me just wrap up by 

saying that though the outreach efforts have not been positive, I 
believe that one of the actions that the Committees may take that 
would be beneficial would be to accept the fact that we are not 
going to see much positive action by the federal agencies until they 
have a program in place that will give more of a case-managed ap-
proach to service-disabled veterans. Especially veterans with more 
severe disabilities. They need more follow-along, they need more in-
tensive service. And the idea of handing them a brochure referring 
them to an SBA or a small business development center is not 
going to be sufficient. They need follow-along perhaps for years. 

The 8(a) program for some businesses has been successful, but 
they do not need to be referred to the 8(a) program, God forbid. But 
they do need that kind of intensive, sustained effort. 

[Mr. Hudson’s statement may be found in the appendix.] 
Mr. BROWN. Thank you, Mr. Hudson. And now we have got the 

wrap-up member of the panel, Mr. Joseph Forney, President of 
VetSource, Inc. Welcome. 

STATEMENT OF JOSEPH K. FORNEY, VETSOURCE, INC. 

Mr. FORNEY. Mr. Chairman, Members of the Committee who 
have stayed, I appreciate the opportunity to testify in front of you. 
I was hoping that Chairman Akin would stay. I am from his home 
state of Missouri. And what we say in Missouri, show me. 

Mr. BROWN. Well, you know, he cannot be in two places at one 
time. And I guess he is on the Armed Services Committee, and the 
mark-up over there has taken priority. But all of this will be re-
corded, and he will have access to those minutes. 

Mr. FORNEY. I just wanted to hear him say ‘‘show me.’’ Because 
that is what I am telling you is I ain’t seen much yet. And my eyes 
are wide open, sir. We have been out in the field, as Jim men-
tioned, trying to sell our goods and services. And to hear over and 
over again that this is just a goal. 

I have a signed letter from Department of Agriculture where 
they stated, from their Office of Procurement Policy, that it is dis-
cretionary, and not mandatory. And so therefore, they are not going 
to participate. 
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I was a little bit leery sitting behind the young lady from SBA 
after the way that Ms. Velazquez took to her. But as Jim men-
tioned, their participation is zero. 

Department of Defense was up here. The Army is at .02, two one-
hundredths of 1 percent. At this rate—I am sorry, and I do not 
want to confuse you with facts and figures and fancy ciphering—
.04. At this rate it would take them 300 years to get to the 3-per-
cent goal. 

Now, I do not know about me, but I do not think Mr. Lopez is 
going to make it. 

The reasons that they claim, there are not enough of us, we are 
not capable, is ludicrous. I sell air conditioning filters along with 
the food items that I sell to states, prisons, school districts back in 
California. I sell them to utility companies; namely, Semper Utility, 
which is San Diego Gas and Electric and Southern California Gas. 
I have proven myself in the public sector. 

Just for a little drill, I checked the GSA schedule. Their best 
price for the standard air conditioning filter was $1.73. I would 
have trouble sleeping at night if I sold them to you for a dollar. 
That is just one example of how we can provide goods and services. 

We have all been trained. We have the experience, the time, the 
knowledge within the private sector. Yet when I tried to sell these 
same air conditioning filters to the VA, I could not even get a call 
back. 

I have been to two different VISNs, VISN 22, my local one, VISN 
19 up in Denver. And I have been there numerous times. All I 
wanted them to do was find out how they buy air conditioning fil-
ters. I could not even get a response. I had to go to the VA 
mothership over here and get the Head of Acquisitions, Mr. Derr, 
and he is going to check into it. But not everyone is going to have 
the capability to come to Washington to go to VA headquarters to 
find out how they buy air conditioning filters. Because what if it 
is something more complicated, like pencils? 

I am glad to see the Ranking Member come back. I love that, 
with the SBA, because while you were gone, we pointed out that 
their participation was zero. So at this rate, it would take never? 

I will submit my testimony. If I can answer any questions, I 
would be glad to. 

[Mr. Forney’s statement may be found in the appendix.] 
Mr. BROWN. Thank you very much, Mr. Forney. 
This has been a real eye-opener. We pass regulations and laws; 

we do not know how they are being perceived or implemented 
through the process. This was real eye-opening for me. 

I have some questions; I will submit them for a written response. 
But do we have any questions from the panel? Mr. Udall? 

Mr. UDALL. Thank you, Mr. Chairman. 
Mr. Lopez, in your testimony you talk about the integration of 

service-disabled veteran-owned businesses and the SBA’s efforts. 
And also about the SBA’s inclusion of SDVBs in the agencies’ pub-
lications and outreach materials. And yet you also express a con-
cern about ‘‘the lack of effort and outreach in 2003.’’ 

What kind of outreach have you been expecting to see? 
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Mr. LOPEZ. I make that distinction because they have a policy of 
using all of their old materials first in respect to government effi-
ciency. 

If you read their old materials, including some that were recently 
printed, you will find out they do not even mention service-disabled 
veterans. It is only their new literature that is just coming out 
now, after the effort of these Committees, that they begin to talk 
about service-disabled veterans. 

What I expect, I expect activity on the part of the staff. I expect 
seminars in training their personnel, so the personnel knows what 
a veteran is. I expect them to be very cognizant of the fact that you 
have a peculiar type of population here. You do not have the nor-
mal population. They have limited energy. They have a great deal 
of cerebral capacity. But you have to be able to get to them, not 
wait for them to come to Washington, D.C., or any of the other re-
gional offices. 

Mr. UDALL. Go ahead, please. 
Mr. WEIDMAN. If I may, please, Mr. Udall. There was a question 

today about how many veteran entrepreneurs there are. 
In the first session of the 105th Congress, the Congress man-

dated that there be a study done of how many people are there. 
That was 1997. 

That report was finished—it was delayed because of OMB delays, 
and because of SBA—but it was finally completed and accepted in 
1999, just before Veterans’ Day. No, excuse me, 1998. 

It has still not been officially delivered to the Congress. 
I know that Chairman Smith and Ranking Member Lane Evans 

wrote to Mr. Pereto over a year ago, about a year and a half ago. 
It still has not been received. 

May I suggest, if at all possible, with the Chairman, that that 
be included somehow in this record? Or at least some kind of ref-
erence to a website when it is posted. 

But I think the key thing is this. What you seem to be sug-
gesting, sir, is that the SBA is heavily weighted towards doing this 
outreach for veterans. No other agency, as long as SBA has zero, 
zero contracts with service-disabled veterans, is likely to pay them 
a whit of attention. 

Similarly, how many service-disabled veteran business owners do 
you think are going to trust an agency that, even by accident, 
ought to have a few contracts with service-disabled veterans, but 
which has none, sir? 

Mr. UDALL. Thank you. And thank you, Mr. Lopez, for your ex-
pectations. At least for me, I believe we should be pushing on this 
front. 

Professor Schooner, in your testimony you speak of the need for 
a study or survey to gain a better understanding of the SDVB mar-
ket and its capabilities. Can you talk a little bit more about what 
impact proceeding without knowledge of the market can have? 

Mr. SCHOONER. Well, if you do not mind, let me— 
Mr. UDALL. And go ahead, if you want to elaborate a little bit. 
Mr. SCHOONER. Let me speak to the importance of a study. At 

a minimum, whether you begin with the process that was already 
done and get that completed and updated, until we know how 
many potential businesspeople there are, and much more impor-
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tantly, in what industries they pursue government business or 
want government business, we are shooting in the dark. It is the 
most inefficient way in the world to proceed by shotgunning out in 
the world. 

Let us find out where the strengths are, and target those busi-
nesses directly. It is exactly what you have heard the others say. 
Information here is power. And without information, what we are 
doing is we are putting a burden on everyone that is not going to 
get you a return on investment. 

The best precedential example I can give you on this was after 
Aderand, when we went through the promulgation of the rules for 
the revised SDV program, the Department of Commerce, in con-
junction with the Justice Department, and later the Council on 
Economic Advisors, spent years working with the SMOBY and the 
SWOBY data, trying to get this data. It is very, very difficult to 
find out which industries are important. And we may or may not 
come back to comp demo. But it is tremendously important to know 
where you are going, and where you are going to get return on in-
vestment. 

Mr. UDALL. Thank you. Thank you. And Mr. Forney, given your 
recognition as a veterans’ advocate, have you been approached by 
a federal agency to assist agencies in identifying qualified veteran-
owned companies? And I can submit that one for the record. 

Mr. BROWN. Mr. Udall, if you would. I would just like to make 
an announcement, as we just got an email that we might have 
votes within the next 10 minutes. 

And so, just to give the other members of the panel a chance to— 
Mr. UDALL. Okay. I will submit that one for the record, and let 

the other members of the panel question. 
Mr. BROWN. Thank you very much. 
Ms. HERSETH. If Mr. Udall is going to submit that in written 

form, I would like that same question, if you would provide an an-
swer there. Because my concern—not a concern, but a hope—is 
that you, as a veterans’ advocate, other organizations that serve as 
advocates for veterans, are involved. You are being asked by fed-
eral agencies. Because it is sort of information both ways that we 
are lacking. It is information of the qualified businesses having the 
information of what the program is, but it is also a lack of informa-
tion for the agencies of the implementation of the program.

Mr. FORNEY. Exactly. And in Los Angeles we have the LA Area 
Service-Disabled Veteran Business Network that we started, just 
as an ad hoc group. We try to outreach through public service an-
nouncements for veterans who are either in business or starting a 
business. 

I know Mr. Weidman and myself have gone over to Walter Reid. 
And one of the most important questions these young men and 
women returning home wounded and forever changed is, will I still 
be able to go to school? And what if school is not the best approach 
for their rehabilitation? What if it is entrepreneurship, because 
they are unemployable? This is something that we try to outreach 
as much as possible. 

To get to both questions, there is a state program, as Mr. Lopez 
mentioned, in California. There is over 1,000 identified state-cer-
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tified service-disabled veteran-owned firms. And the state esti-
mates that there is over 10,000. 

But with such hollow promises, why should we bring them out? 
A lot of people are reluctant to participate. 

Ms. HERSETH. The only other thing I want to add, just so that 
it is a comment reflect in the record, based on the study, Mr. 
Weidman, that you said was authorized, we think was completed 
but has not yet been delivered. And then—go ahead. 

Mr. WEIDMAN. We have a copy, and I have it on cd/rom, Ma-
dame. And I will have it to your office before tomorrow morning. 

Ms. HERSETH. Okay. The only comment I want to add, though, 
is that I do think it needs to be updated. Because in South Dakota 
we have a significant number of National Guard reservists that are 
currently serving, that are going to be coming back, that are con-
cerned, because they are small business owners, about the effect 
that that has had on their small business during a deployment of 
12 to 18 months. And I think that we should see that, but also rec-
ognize the need for an update of that study. 

Mr. WEIDMAN. The Task Force on Veterans’ Entrepreneurship is 
engaged in preparing now a report to the nation that will be deliv-
ered this coming October. 

The principal investigator is the same gentleman, Dr. Paul R. 
Comacho from the William Joyner Center for War, the study of war 
and its social consequences, at the University of Massachusetts at 
Boston. The steering committee is chaired by Major General Chuck 
Henry, and co-chaired by Wayne Gatewood, who is a successful 
business entrepreneur, and a small businessperson veterans’ advo-
cate of the year last year for the District of Columbia. 

We will be glad to brief you, and we would welcome any aca-
demic input from George Washington Law or anyone else, as we 
prepare this report and essentially update that material, ma’am. 

Mr. BROWN. That is the vote, but we still have got a few minutes. 
Ms. Velazquez, did you have any questions? 
Ms. VELAZQUEZ. Thank you, Mr. Chairman. First I would like for 

the record to reflect the fact that in the House-passed version of 
the bill that established this program, Democrats from the Small 
Business Committee insisted on such a study. 

But I would like to ask Professor Schooner, you questioned the 
credibility of this 3-percent goal. What do you think a reasonable 
goal should be? 

Mr. SCHOONER. In any situation like this, the most reasonable 
goal is what the empirical evidence suggests is feasible. But we 
also have precedent for better ways of approaching this. 

For example, the Hub Zone program was a classic example, 
where you ended up with a very similar goal, but at least you stag-
gered the goal. 

All I am saying is, if you are already in a situation where you 
know you need the information, do not set the goal until you have 
the information. If the information suggests that you could have a 
5- or 10-percent goal, so be it. But do not set the goal arbitrarily. 
I think that is a pretty simple point. 

Ms. VELAZQUEZ. Professor, you appeared to indicate that there 
are structural problems with the underlying statute. The House-
passed version of the bill that established this program initially 
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had a number of provisions pushed by the Small Business Com-
mittee Democrats. These provisions were intended to process the 
program, and to ensure the safety and soundness of the program. 

The House-passed version included, first, a certification program 
administered by the SBA. The final bill did not include that. A 
study to identify how many service-disabled veterans own busi-
nesses; and of those, what is the primary industry of the busi-
nesses. The final underlying statute does not contain this. 

And third, an order of precedence, so that contracting officers can 
identify clearly what the priorities of Congress are. The final stat-
ute does not have this. 

All three of these provisions were kept out of the final product. 
My question to you is, what is your view of the underlying statute 
missing these? 

Mr. SCHOONER. Well, I think we are all in agreement that the 
study would be a good thing, and we have already spoken about 
that. 

I cannot argue strongly enough for a certification in a program 
like this. We saw in the SDV program, we saw in the Hub Zone 
program, how important it is to inject credibility into the system. 
And I am assuming that the gentleman sitting at the table with 
me fully recognizes the worst thing that can happen in a program 
like this is if individuals fraudulently represent themselves and get 
these contracts. So they should have no concern whatsoever with 
an open and credible certification system. 

As for the order of precedence, I think it is pretty clear, based 
on the questions you asked earlier, that we have now created in 
the regulations a conflict between the 8(a) program, the Hub Zone 
program, and the others. And this type of confusion serves no one. 
It will not help veterans, but it impacts the entire procurement 
process. And I think an order of precedence would be a step in the 
right direction. 

Ms. VELAZQUEZ. Thank you, Professor. Mr. Lopez, in your com-
ments on the interim rule implementing PL 108-183, you suggest 
that contracting officers should be allowed to use service-disabled 
veteran-owned businesses for requirements that are currently 
being performed by 8(a) companies. Why do you believe that con-
tracts that are currently performed should be taken away from 
8(a)? 

Mr. LOPEZ. Do I say that, or is it in our task force report? I did 
not make any such comment. 

Ms. VELAZQUEZ. In the task force, yes. 
Mr. LOPEZ. Ah, okay. Then you have to direct that to the task 

force in writing. I did not make that comment. 
Ms. VELAZQUEZ. But do you agree with that assessment? 
Mr. LOPEZ. I beg your pardon? 
Ms. VELAZQUEZ. Do you agree with that? 
Mr. LOPEZ. No. I do not even address that. I do not think that 

is an issue. 
But if I may, with permission, Congresswoman, I would like to 

address something that Mr. Schooner has said, and I take a great 
deal of objection to. 

And that is that academic inertia is not an option. This is a 
unique population. The intent of Congress is to assist service-dis-
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abled veterans, not lighten the workload of government officials, 
nor create information for government archives. 

We have already cheated the world’s greatest population, the 
World War II veterans. They are not participants in this program 
because they were never given assistance. We will not go through 
that again for our Vietnam veterans, our Bosnia veterans, our Gulf 
veterans, or our Iraq veterans. 

Ms. VELAZQUEZ. I do not think that that is what the professor— 
Mr. LOPEZ. That is the intent and direction of these rec-

ommendations. And that is to further delay. And we will not have 
further delay. 

Ms. VELAZQUEZ. I do not know what you are talking about, but 
let me tell you this. 

We will do everything possible to help disabled veterans. 
Mr. LOPEZ. Madame— 
Ms. VELAZQUEZ. Excuse me, sir, I am talking here. We will do 

everything that we can. 
But the pie is too small. We cannot rob Peter to pay Paul. And 

what we need to do is to expand the program and the resources so 
that we could allow disabled veterans to participate, but it cannot 
be at the expense of the 8(a) program. 

Mr. LOPEZ. May I respond to that? 
Ms. VELAZQUEZ. No, you do not have to respond. I am not asking 

you a question, I am making a statement. 
Thank you very much. 
Mr. LOPEZ. May I make a statement? Mr. Chairman, may I make 

a statement? 
Mr. BROWN. You have got 30 seconds. 
Mr. LOPEZ. I agree with you. I agree with you. But first of all, 

your first premise is wrong; there is no size to the pie. That is an 
imaginary creation of dominant corporations restricting the size of 
the contracts available to those disadvantaged populations. There 
is no size to the pie. 

Let me add, if I may, Mr. Chairman. 
Mr. BROWN. Okay. 
Mr. LOPEZ. Our comrades are dying at the rate of 1100 a day. 

We do not have time for these machinations, academic machina-
tions. The world is passing us by. We have a closing window of op-
portunity, not an opening window of opportunity. We must move 
quickly, or we will be passed. 

Mr. BROWN. Let me see. I do not think there is any misunder-
standing in this panel that we want to be absolutely sure that we 
address the problem that will allow more input, more involvement 
in the procurement process. 

We do not want to get tied up with the mire of all the red tape. 
We want to try to solve that. That is the purpose of this hearing. 

And I appreciate you all coming, but we must go vote. Thank you 
very much. 

[Whereupon, at 3:52 p.m., the Subcommittee meeting was ad-
journed.]
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